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THURSDAY, JULY 16, 1987

I. PALAU
-- PLEBISCITE
-- GOVT LAYOFFS/FISCAL YEAR SHORTFALL
-- 20/20
-~ NEXT STEPS

II. MARSHALLS
—-— COURT CASES
-—~ BOND ISSUE

III. FSM
-- NEW GOVERNMENT
-- POST-SECONDARY EDUCATION ASSISTANCE

1v. JOINT COMMITTEE MEETING s?'i'sx":%ﬁ. K3 uw.uk mulhve counitos”
V. UPDATE ON U.S. REPRESENTATION IN FAS AND PALAU
VI. UPDATE ON TTPI/ADMINISTRATION PLANS
VII. CONGRESSIONAL INTEREST/ACTION
-- 8/4 DE LUGO HEARING
VIII. FAS REPAYMENT OF BILLS
-- PRIVATE
-- TRIPLER
VIX. INTERNATIONAL RECOGNITION
X. 131/132 COMPETENT AUTHORITY
XI. OTHER ITEMS

-- CONFERENCES, TRAVELS, CLEARANCE, ETC.
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1. RUMORS OF IMPENDING VIDLENCE DIRECTED AGAINST ANT-COMPACT
LEADERS ARE FLYING EVERYWHERE IN MOROR. THE THREATS KAVE BECOME !
VERY SPECIFIC BOTH IN TIML AND TYPE OF THREAT: IF XD RESOLUTION
OF THE FINANCIAL CRISES 15 RECEIVED BY THIS VEEKEND, THE
"OPPOSITION LEADERS' WOUSEZ WiLL @5 BURMED. AS PREVIOUSLY
REPORTED, WOUZE SPEAKER OLINONG WAS REPORTEDLY MOVED OUT OF HIS
HOUSE AND 1S STAYING WITH (THEORETICALLY UNTOUCHABLE) 1BEOUL.
THE TIME TO WATCH, ACCORDING TO MEARLY ALL SOURCES, 15 FRIDAY
MIGHT OR SATURDAY NIGHT. PRESIDENT SALII BOTH PUBLICLY ANO
PRIVATELY MAS APPERLED FOR CALM AND NON-VIOLENCE. THE PROTESTERS
KAVE REPORTEDLY GIVEN WIM ASIURANCES THAT THEIR INTENTIONS ARE
PEACESUL AND THAT THEY WILL NOT TAKE ANY ACTIONS (NVOLVING
PERSONAL VIOLENCE. THE CHIEFS FROM WIGHELT TO LOWEST ARF

TO MEET (N KOROR THURSDAY TO APPEAL FOR CALM AND NON-VIOLENCE, A
PROCESS THAT 1S CONSIDERABLY MORE LIKELY TO EMIURE CALM THAN
PUBLIC STATEMENTS BY ELECTED OFFICIALS. COMMENT: THE THREAT
REMAING THAT ANT{-COMPACT FORCES OUT TO DYSCREDIT THE
PRO-COMPACT STRIKERS #MAY RESORT TO VIOLEMCE AGAIKST THEIR OWN
ANO BLANE tT ON THE PRO-COMPALT GROUP. END COMMENT

2. MO THREATS OR EVEN MINTS MAVE BEEN REARD AGRINST OFFICIAL
AMERICANS N KOROR, MEANING THE LTAISON OFFICE OR THE NAVY
SEABEE CIVIC ACTION TEAM. HOWEVER OTHER EXPATRIATES LIVING IN
HOROR MAVE MADE CONTINGEKCY PLANS FOR TAMING COVER IF PROTESTS
GEYT OQUT OF WAMD. LJAISON OFFICE AND RES!DENCE ARE GUARDED AT
NIGHT, AND THE SEABEE DETACHMENT IS STAVING iN CAMP AFTER DARK
AS A PRECAUTION.

3. THE OEK MEY TUESDAY TO COMSIDER OPTIONS FOR RESOLVING THE
CONS{TUTIONAL AND FINANCIAL CRIS!S. OME OPTI{ON (REPORTEDLY
PREFERRED BY THE SALII ADMINISTRATION! 1S FOR YET ANOTHER VOTE ON
FREE ASSOCIATION WITH THE PREVIOUS ANTI-COMPACT FORCES 1IN

CHARGE OF YHE VOTE AND SUPPORTING THE COMPALYT. A NORE LIKELY
SCEMARIC IS FOR THE ANT(-COMPACT FORCES TO CALL FOR A .
CONSTITUTIONAL AMENDMENT (MMEDIATELY TO SUSPEND THE ANT|-NUCLEAR
PROVISIONS OF THE CONSTITUTION. SUCH AN AMENDMENT WOULD OF
COURSE BE SUBJECT 10 A COURT CMALLENGE, AND THE L INEL IHOOD OF
THE COURT'S UPHOLDING THE AMEMOMENT 1S AN UNANSWERABLE QUESTION -
AT THIS TIHE.

4. THIS MESSAGE 1S SEMT UNCLASSIFIED TO FACILITATE

TRAMSMISSION. L IAISON OFF ICER REQUESTS TH&T THE TEXT OR
SUBSTANCE NOT BE SHARED WITH MOM-USG SOURCES. WARREN
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THE SETRETARY OF THE INTERIOR

WASHINGTON

ORDER NO. 3119

Subject: Continuation of the Govarnment of the Trust Tervitory
of the Pacifis Islands

Sec., 1. Purpose. The purnose of this Order is to define the
cxtent and nature of the auvthority o{ the Government of the Trust
Territory of the Pacific Islands, consistent with the responsi-
Dilities of the Secretary under Executive Order 11021, and
Presidential Proclamation 5564 of Wovember 3, 1986, until such
time as the 1947 Trusteeship Agreemcnt, under which the United
States undertook to act as administering Authority for the Trust
Territory of the Pacific Islands, becomes inapplicable in the
Trust Territory of the Pacific Islands. The President of the
United States in Proclamation 5544 declared that the Trusteeship
rgreement for the Pacific Is3lands is no longer in effect as of
October 21, 1986, with resvect to the Republic of the Marshall
Islands, as of Noveanber 3, 1986, with respect to the Federated
States of Micronesia, and as of November 3, 1986, with respect to
the Worthern Mariana Islands, Until the future political status
of Palau is resolved, the United States will continue to
discharge its responsibilities as Adwministering Authority under
the Trusteeship Agreeancat. :

Sec. 2. Deleqgation of Authority. Until the Trusteeship
Agreement 1S nd lonyger applilcavle to Palau, and subject to the
limitations contained in this Order and in existing treaties,
laws, and regulations of the Jnited States qecnerally applicabnle
in the Trust Territory nf the Pacific Islands, executive,
legislative, and judicial functions of the Government of the
Trust Territory of the Pacific Islands are, except as otherwise
orovided herein, hereby delegated to the Government of Palau
established pursuant to the Constitution of Palau as approved by
the citizens thereoft.

Sec. 3. Government of the Trust Territory of the Pacific
Islands.  The Difice of tne iligh Commissioner of the Trust
Territory of tnhe Pacific Islands is abolished as of the effective
date of this Order. Simultancously with the abolishment of the
Dffice of the High Commissioner, the authority of the Secretary
of the Interior as resvects the Trust Territory is hereby
dclegated to the Assistant 3Iecretary- Territorial and
International Affairs, who shall assume and ¢xercise the
authority of the 9ffice of the righ Commissioner, and shall have
the authority to rcdelegate all such authority.




Sec. 4. Retained Functions.

a. Administration. The Assistant Secretary -
Territorial and International affairs shall continue to exercise
all authority nccessary to carry out the obljgations and
responsibilities of the United States under the 1947 ‘Trusteeship
Agreement, in order to ensure that no actions are taken that
would be inconsistent with the provisions of the Trusteeship
Agreement, this Order, and with existing treaties, laws, regula-
tions, and agreements generally applicable in the Trust Territory
of the Pacific 1slands. This authority shall include, but not be
limited to:

(1) Budget. All bHudget submnissions from Palau for
appropriations from the Congress of the United States shall be
subject to the approval of, and submitted to and through, the

Assistant Secretary - Territorial and International Affairs in
accordance with rules and regqulations in respect thereto. The
Assistant Secretaryv - Territorial and Intcrnational A{fairs shall

make grants of financial assistance to Palau in such amounts as
may be appropriated and subject to such terms and conditions as
may be imposed.

(2) Auditing and Accounting. The Assistant 3Secretary,
after audit by the Inspector General, Department of the Interior,
or other authorized officials, shall have the authority to
require compliance with nroper accounting principles and audit
recommendations, and may settle accounts as recommended by the
Inspector General. Disagreements shall be resolved in accordance
with 361 D4 1 and 2.

(3) Relations with other United States Government
Agencies and Foreiqn Governaents. Communications and
relationshlps of Palau with agencies of the United States
Sovernment and with foreiygn governments and organizations shall
be through the Assistant Secretary - Territorial and
International Affairs and the Secretary of the Interior except in
those specific cases in which a different procedure is approved
by the Secretary of the Interior. Commpunications with foreign
governmnents and international organizations shall he transmitted
ny the Department of State to the foreign jyovernment or
international organization concernad.

(4) Telecommunicatinns. The Ascistant Secretary shall
continue to have authority and responsinility for the operation
and maintenance of telecommunications within Palau in accordance
with treaties, laws, and regqulations of the Nnited States
applicable to Falau,




(5) sStaffing. The Assistant Secretary shall have the
authority to hire such professional and administrative staf{f as
may be necessary to carry out the Juties and responsibilitics of
the Office of Assistant Secretary and to organize such Office so
as to enable it to effectively carry nut those duties and
responsibilities.

. Otheryn The Assistant Secretary shall also carry out
such other dutiles as the Secretacy of the Interior may from time
to timne nrescribe,

Sec. 5. Legislation.

a. All laws of Palau shall bhe submitted to the Assistant
Secretary within ten (10) days after heing approved by the
President of Palau., TIf the Assistant 3ecretary decides to
suspend such law, or oart thereof, the President of Palau shall
be promptly, but no later than twenty (20) days after receiot of
such law, notified of the reasons for suspending such law, or
part thereol. The Assistant Secretary shall exercise this vower
only if such law, or part thereof, is inconsistent with the
provisions of this Order, the Trusteeship Agreement, with
existing treaties, laws, and requlations of the Inited States
generally applicable to Palau. The decisions of the Assistant
Secretary in this respect shall be final, subject only to an
appeal to the Secretary.

b. No law shall take effect until the pcriod during
which the Assistant Secretary may suspend the law has expired
unless the Assistant Secrelary earlier notifies the Presideat of
Palau that the authority to suspend the law will not be
exercised. A law or any part thereof so suspended shall he null
and of no effect.

Sec. 4. Judicial.

a. The Appellate Division of the High Court of the Trust
1err1tory of the Pacific Islands shall retain jurisdiction by
writ of certiorari to entertain appeals from the Aopellate
Division OFf the Supreme Conurt of Palau with respect to suits
against the Trust Tazcritory of the Pacific Islands Sovernw=nt,
the High Commissioner, 9r the Assistant Sccretary as regards the
administration of the Trust Tercitory. The ruling of the High
Court of the Trust Territory of the Pacific Islands upon all
apoeals shall he final, binding, and enforcea“le in accordance
with 1ts terms.,




b. The High Court of the Trust Territory of the Pacific
Islands is hereby given jurisdiction to effect the judicial
enforcement of the Occupational Safety and Health Act of 1970
(P.L. 91-596; 84 Stat. 1590) in Palau.

Sec. 7. Effective Date. This Order becomes effective at 12:00
midnight on July 10, 1987.

Sec. 8. Prior Orders. Except for the limitations on taxinj
authority contained in Section 2 of Part III of Sccretacial Order
No. 2918, as amended, Secretarial Drdcrs No. 2918, as anendcd,
No. 3027, and No. 3039, as amended, are superseded on the
cffective date of this Order.

DONALD PAUL HODEL

Date: July 10, 1Y8?



'87 6788 16:36 & 692 3649 SECRETRARY REPMA

Ofoe off the Kosidont
THE MARSHALL ISLANDS

July 8, 1987

The Honorable George P. Shultz
Secretary of State

and

The Honorable Donald P. Hodel
Secretary of Interior
Government of the United States
Washington, D.C.

Dear Gentlemen:

I am writing concerning my Government' s effort to
close a 65 mwmillion dollar general obligation bond to be
placed with various United States institutional lendcrs
for the purpoae of refinancing the Republic’s existling
debts. The bulk of our current debtis wae incurred during
the lest years of the Trueteesghip, vhen it was necedgsury
and appropriate for wmy Government to take charge of
economic development policy for the Marshall Islands. The
projects ve implemented have done much to solve
transportation, communication and energy probleme which
have hampered economic development in the past.

We are very proud of what we have accomplished and
of the fact that wmy Government has decided that the firgt
priority in the use of the funds available under the
Compact will be to put our financial house in order. AL &
time vwhen other governments 1in developing countrieoc are
embarking upon grandiose schemeg or asking for a bail out,
the Republic of the Marshall Islands has ncgotiated a
modest and regponsible Jlong-term financial program baged
upon a carefully structured bond and cur officlal econowic
development plan.

8719711
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Under the termna of the implementing ayrecvment
concluded pursuant Lo the Compact of Free Acwociation, it
ise required that the Marshall Ieglands ygive notice to the
United States of certain elements of the transaction which
has been negotiated. In addition to execution of
appropriste written acknowledgments, my Government hae
requested that officials of the United States Government
provide to the lenders written confirmation as to certain
terme of the Compact and 1ite related agreements ae they
relate to the bond. In light of the unprecedented naturce
of the Free Association relationship defined in tLhe
agreement between our governments, I Dbelieve the lenders’
requirements for United States canfirmation of Compact
arrangements are understandable.

Based upon the provisions of your domegtic
legislation governing implementatiun of the Compact by
your Government, statements made by ranking
repregentatives o©of the Reagan Adminisetration and our

conaultation with members of Congress and their etafd
representatives, wve understand i1t to be the policy of the
United States Government generally and specifically in the
uge of Compact funds by the Freely Associated States to

encourage, and where possible fucilitate responvible
business transactions involving United States busineses
interestes. We believe the bond we are attempting to clouc

reflectse the type of arrangement which the United Statews
seeks to encourage, and the acknowledgment and letterg wve
have requested are for the purpose of facilitating this
transaction.

Thus, as we prepared Lo come to closing on t(he bond
ve requested that Mr, James D. Berg, Director of the
Office of Freely Associates States Affairs, provide the
lenders with wvwritten confirmation of certain terme of the
Compact. I am pleased to inform you that Mr. Berg hags
complied with thie request, and 1 wish to express my
appreciation for the State Department’s augiglance in  thiwa
regard.

However, in 1light of the internal arrangements which
have been made by the United States to implement the
Compact through an inter agency procesg aeg provided for in
P.L. 99-239 and Executive Order 12569 of October 16, 1986,
ve have regquested that the additional decument which my

02
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Government views ae esgential to this transaction be
jointly executed by Mr. Berg and an appropriate
representative of the Depertment of Interior. Thie 1a due

to the fact one of the reaponzibilities of the Department
of Interior wunder P.L. 99-239 1is to transfer Compact
funding Lo the Marshull)l Islands, and the lenders require
confirmation of Compact funding matters.

My Government, which haw been involved in
negotiating the bond isgue for over a year and half, hag
regularly apprised caoncerned United States Government

officials of the nature and progress of the proposed
1{ransaction, and has indeed been encouraged to provide {or
the orderly repayment of our outstanding debte in such a
manner.

Conasequently, approximately four woeoks ago out
counsel and counsel to the lenders had conwultations with
Mr. Berg and representatives of the 0ffice for Territorial
and International Affaire, Department of Interxior, aimed
at reaching an underestanding on execution of @all required
documenta at a time wvwhich would coincide with closing of
the bond.

Although ve are avare of no eignificant
substantiative objectiong to the terwma of the bond or the
document we hsve requested, I am now advised that the

Department of Interior has been unable to aasent to
execution of the document we have requegted. Thus, I am
writing to you (o request urgently that the Secretary of
State, asg Cabinet aofficer respongible for overall
government to yovernment relations with the Republic of
the Marshall Islands and the Secretary of Interior, agu

Cabinet officer responsible for a#dministering of Compuact
funding, act to bring about prompt resolution of thic
matter in a manner which assists and supports the effortu
of my Government conesistent with the terme af the
political, economic and estrateygic partnership we have
eatblished under the Compact.

Gentlemen, our budgetary and economic planning for
the past year has been predicated upon this bond. The
FY-1988 budget session of my Cabinet has been postponed
vhile wmy Minieter of Finance and Attorney General remain
in vashington. EFach day of delay results in additional
interest and cloeing expense, uand we are facing « July 20
deadline from the lendera on their commitlment to favorable
intereast rates.

[
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It cannot be overstated, therefore, that this matter

is of critical and urgent national concern to my
Government. It would be & wost grave disappointment to
the Republic of the Marshall Islands, and would diesrupt
implementation of the Compact by wy Government, if this

matter cannot be resolved in favor of cooperation in our
mutual interesti within the next few days. It ie for (hig
reason that I have brought this watter directly to your
joint attention.

President Reagan has referred to the Compact as a
*partnership® which enables the Freely Assocliated States
to participate in the *...enterprise of
gelf-government. .. ". It ie in the spirit of the
President’s remarks that ¢the Republic of the Marshsll
Islands 18 seeking the affirmative support of the Unated
States in pursuing our national economic development
objectives by affirming the terms of our relationehip.

Thank you for your assistance in this matter.

Sincerely yourae,

Amata bua
President
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CINCPAC HONOLULU HI

1. TEXT OF PARAS 2 THRU 4 WILL BE RELEASED 17 JULY AS A
DEPARTMENT PRESS RELEASE. POSTS ARE ENCOURAGED TO RELEASE TEXT
EITHER IN RESPONSE TO INQUIRIES ON PALAU SITUATION OR AS
BACKGROUND TO LOCAL MEDIA.

2. BEGIN TEXT. PALAU JUNE 30, 1987 PLEBISCITE ON THE COMPACT
OF FREE ASSOCIATION. 1IN A PLEBISCITE ON THE COMPACT OF FREE
ASSOCIATION HELD BY THE GOVERNMENT OF PALAU ON JUNE 30, 1987, THE
PEOPLE OF PALAU VOTED BY 67.5% IN FINAL UNOFFICIAL RESULTS IN
FAVOR OF THE COMPACT OF FREE ASSOCIATION. THE COMPACT, WHICH HAS
BEEN CONSIDERED BEFORE BY THE PALAUAN PEOPLE, WOULD ESTABLISH A
FREE ASSOCIATION RELATIONSHIP BETWEEN PALAU AND THE UNITED v
STATES. UNDER THE COMPACT, PALAU WOULD BE A SOVEREIGN, SELF-
GOVERNING NATION WITH RESPONSIBILITY FOR ITS FOREIGN AND DOMESTIC
AFFAIRS, THE UNITED STATES WOULD GUARANTEE THE DEFENSE OF PALAU
AND PROVIDE ECONOMIC ASSISTANCE UNDER TERMS SPECIFIED IN THE
COMPACT. THE COMPACT HAS BEEN APPROVED BY THE UNITED STATES
CONGRESS.

3. THE PALAU CONSTITUTION HAS BEEN INTERPRETED BY THE PALAU
SUPREME COURT TO REQUIRE THAT THE COMPACT BE APPROVED BY A 75%
MAJORITY BEFORE IT CAN ENTER INTO FORCE. THUS, ON THE BASIS OF
THE JUNE 30 PLEBISCITE, THE UNITED STATES AND PALAU ARE UNABLE TO
IMPLEMENT THE NEW RELATIONSHIP. UNTIL THE COMPACT CAN ENTER INTO
FORCE, THE UNITED NATIONS TRUSTEESHIP AGREEMENT UNDER WHICH THE
UNITED STATES HAS ADMINISTERED PALAU SINCE 1947 WILL REMAIN IN
EFFECT AS TO PALAU, THE UNITED STATES HAS REAFFIRMED ITS
POSITION THAT THE COMPACT SHOULD ENTER INTO FORCE ONLY ON THE
BASIS OF THE FREELY EXPRESSED WISHES OF THE PEOPLE OF PALAU. THE
JUNE 30, 1987 PLEBISCITE, LIKE PAST VOTES ON THE COMPACT, WAS
OBSERVED BY A VISITING MISSION OF THE UNITED NATIONS.

4. THE UNITED STATES WILL CONTINUE TO MEET ITS RESPONSIBILITIES
TOWARD PALAU AS ADMINISTERING AUTHORITY IN ACCORDANCE WITH THE
TERMS OF THE TRUSTEESHIP AGREEMENT. IN KEEPING WITH OBJECTIVES
OF THE TRUSTEESHIP, THE UNITED STATES WISHES TO JOIN PALAU
PRESIDENT LAZARUS SALII'S CALL FOR CALM PENDING COMPLETION OF

PALAU'S CONSTITUTIONAL PROCEDURE FOR IMPLEMENTATION OF THE QS{—

K
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SUBJECT: ABC NEWS "28/28° PROGRAM ON PRLAU

1. JULY 2 ABC NEWS ~28/28" PROGRAM ON-PALAU AMLLEGED USG
CONSPIRACY TO BANNRUPT PALAU BY EHCOURAGING THAT GOVERNMENT
TO CONTRACT FOR A POVER PLANI WHICH 1T CCULD NOT AFFORD
ACCOROING TD ABC, PLOT ASZUMED B4NKRUPT PALAU WOULD BE
FORCED TO WAIVE NUCLEAR PROVIZIDNL OF (T3 CONSTITUTION AND
_APPROVE USG MILITARY RIGHTS UNDER COMPACT OF FREE ASLOC!A-
TION IN ORDER TC GET COMPACT FUNDING. FINALLY, RBC ALLEGES
THAT ASSASSINATION OF PALAU'S FIRCYT PRECZIDENT ! 1985 WAL A
RESULT OF PRESIDENT REMELIIK'S INTENTICN TQ EXPOLE POVER
PLANT PLOT. POSTS 3MOULD 8E PREFARED YO RESPOND TO
IMQUIRIES ALONG LINES OF INFORMATION PROVIDED IN PARAS 2-9S.
MORE OETAILED FACTUAL AND POLICY GUIDANCE WILL BE PROVIDED
BY DEPARTHENT UPON REQUEST

2. PRESIDENT REMELIIXK AND THE COMPACT. THE ABC NEWS PRO-
GRAM ATTEMPTING TO LINK THE ASSASIINATION OF PRESIDENT
REMELIIK TC NEGOTIATIONS OX PALAU S POLITICAL STATUS AND
PALAU'S POWER PLANT PROJECT WAZ BAZED UPON INCORRECT AND
MISLEADING STATEMENTS. IN BOTh OF Hi3 ZUCCESSFUL CAMPAIGNS
FOR THE PRESIDENCY OF PALAU, REMELIIX RAN ON & PRO-COMPALT
PLATFORM AND WAS ONE OF THE STRONGEST SUPPORTERS iN PALAU

OF THE COMPACT. UPON WIS OEATK HIS CHIEF COMPACT NEGOT!A-
TOR WAS ELECTED PRESIDENT IN THE LARGEST ELECTORAL VICTORY
IN PALAU'S HISTORY. ALTHOUGH 75 PERCENT APPROVAL OF THE
COMPACT WAS NOT SEEN ACHIEVED, THE TOMPACT HAS BEEN
APPROVED 8Y TWD-THIRDS OF THE PECPLE ON FIVE CCCATIONS
THUS, THE USG POL(CY OF SUPPORTING PALAU'C EFFORTC TQ
{MPLENENT THE COMPACT 135 CONSISTENT WiITH THE FREELY
EXPRESSED WISHES OF THE PEQPLE AND THE POLICIES OF THEIR
ELECTED LEADERS. THE MUCLEAR ISSUE !'TSELF WAS CONTROVER-
SIAL ONLY WHEN THERE WERE DIFFERING INTERPRETATIONS OF THE
CONSTITUTION. ONCE PALAU’S COURT RULED ON THAT QUEST!ON
THE DEBATE IN PALAU HAS FOCUSED ON COMPALT FUNDING LEVELS
AND LOCAL ®CLITICS. THE COMPACT FOR PALAY MKAS BEEN
APPROVED 8Y THE US CONGRESS.

3. ALTMOUGH THE USG DISCOURAGED THE POWER PLANT PROJECT
ABSENT CLAR!FICATION OF 1TS FINANC!AL TERMS, REMEL!IIK AND
THE NATIONAL LEGISLATURE WERE COMMITTED TO GO FORWARD ANO
REGARDED USG OPPOSITION AS INTERFERENCE N INTERNAL
MATTERS. AT PALAU’S REQUEST THE USG AGREED TO SUPPQRT N
PRINCIPLE PALAU'S EFFORTS TO IMPROVE ITS POWER SUPPLY, QUT
THE USG ADOPTED A POLICY CF MERELY PROVIDING ACCURATE IN-

SOAMATION ON FUNDING AVAILAGLE TO PALAU UNOLR TnE TRUSTEE-
SHIP AND EXPECTED UNGER THE COMPACT.  THE USG PUT ALL PAR-
TIES O MOTICE THAT 1T WAS MOT REZPONIIOLE FOF QBLIGATIONS
INCURTED BY PALAU. 1% LIGHT OF THE REQUIREMEMT N PALAU' S
CONST. TUTION THaT THE CAPiTaL OF PALLU §f PUVED YO A CLR-
RENTLY UNINNABITED AREA, AT WELL AT THE POTENTIAL FOR ECON-
OMIC DEVELOPMENT N THAT ARta, THE ABC COMTENTION THAT THME
POWER PLANT 5 LARGER THAN MEEDED 13 UH-OUNDEC. WMILE T
HAS BEEM ALLEGED THAT THE BRITiSH PROMOTERS QF THE PROJECT
MADE EXAGGERATED CLAIMZ ABOU! REVENUZIL #ROM THE PLANT,  AND
THE PLANT MAZ BEEN A LEGALLY BND POLITICALLY COMTRCVERSIAL
POLICY OF THE GOVERNMENT OF Pit Ay, THERE 13 NC EYIDENCE
THAT REMELIIK CHARGED W13 PCTITiON CF ZUPPQHT AYD LEADER-
SHIP WITH RECPECT TO THE PJWER PLANY PRICR ") MIL MURDER

4. PALAU'S CURRENTY €CONOMIC PROBLEMZ ARE NOT ATTRIBUTABLE
TO THE POWER PLANT PROJECT. NOEEDL, PALAU hal NCT MADE
PAYMENT ON THE POWER PLANT, WHICH (3 TME JUBJECT OF LIT)~
GATION. PALAU RECEIVET APPROXIMATELY 415 ML (ON IN U .S
GRANTS AND PROGRAMS EACH YEAR FOR A RECIDEN. FDULATION OF
15,800, THE CURRENT DEFICIT OF THE GOVERNMINT JF PALAU 13
A RESULT OF OVER SPENDING. THE FACT THAT THE U3G HAS
AGREED IN THE COMPACT TQ INCREAZE FUMDING 1. NOT ECONOMIC
COERCION, AS ZOME ALLEGE. RATHER, COMPACT FURDING
ACCOMMODATES THE REQUELTL OF PALAU'S NEGOTIWECRS FOR FUNDS
SUFFICIENT TO PROMOTE ECCNOMIC DEVELOPMENT N PALAU WHILE
ALSO MAINTAINING AND (MPROVING Z0CIAL SERVICES,

S. PALAU'S COURTS CONVICTED THE ASGASSIING OF PRECIDENT
REMEL! (K, AND THAT CONVILTIOM HAT BEEN APPEWLED THE
MATTER OF THE ARREST AND CONVICTION OF THE KW3LASIING, AS
WELL AS TME APPEAL THEREOF, ARE MATTERS WITHIN TWE CONTROL
AND AUTHGRITY OF THE GOVFRMMENT OF PALAU, AND ARE BEIHG
WANDLED §N ACCCROANCE WITH PALAU' S CONITITUTICNAL PROCECS.

6. ON JUNE 3@ PALAU CCHDUCTED (TS FIFTH REFERENDUM ON THE
COMPACT, ARD ONCE AGAIN 1T WAS APFROVED BY a ZUBSTANTIAL
MAJQRITY [(UNOFFICIAL RESULTZ: 67.% PERCENT). ALTHQUGH THIS
DOES NOT SAT(SFY PALAU'S CONZTITUTIONAL REQUIFENENT FOR 7%
PERCENT APPROVAL, T i3 A CLEWR EXPRESZION OF THE WILL OF
THE MAJORITY OF PALAURNZ. THE UNITED CJTATEC RAS COMPLETED
LTS APPROVAL PRCCESZ FOR THE COMPACT AND 15 READY, WILLING
AND ABLE TO PUT THE COMPACT INTO EFFECT WHEN FALAU HAS
COMPLETED 173 APPROVAL (N ACCORDANCE WiTH 1735 CONSTITUTION.
UNTIL THAT QCCURS, THE UNITED STATES WiLl CONTINUE TO
FULFILL ITC RESPONGIBILITIES AS ADMINISTERIMG AUTHQRITY OF
THE TRUSTEESHIP FOR PALAU. SHULTZ

UNCLASSIFIED



